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Abstract 
The aim of the study is to assess the business risks in the operation of sports facilities owned by the municipality in terms of 
concession agreements. The study was carried out on the example of Kazan city (Russia), where during the preparation for the 
XXVII World Summer Universidad 2013 a large number of sports facilities were built by means of public funds. The answers 
were collected from 38 experts selected among the potential concessionaires. Basing on the obtained data the integral indicators 
of significance for each type of risk were calculated. 
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1. Introduction 
In Russia, as in many other countries, the issue of attracting business to the creation of conditions for the 
development of physical activity and mass sports is topical. One way of addressing this issue is the concession 
agreements between public owners of sports facilities represented by regional or municipal governments on the one 
hand and private operators, on the other hand. Government in terms of concession agreement acts as the grantor 
while a private party acts as the concessionaire. 
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Based on international experience, it can be argued that the most promising types of concessions in the field of 
Russian sports are such models as BOT (build–operate–transfer), BOOT (build–own–operate–transfer), DBFO 
(design–build–finance–operate) and DCMF (design–construct–manage–finance). 
In the BOT framework a third party, for example the public administration, delegates to a private sector entity to 
design and build infrastructure and to operate and maintain these facilities for a certain period. During this period the 
private party has the responsibility to raise the finance for the project and is entitled to retain all revenues generated 
by the project and is the owner of the regarded facility. The facility will be then transferred to the public 
administration at the end of the concession agreement, without any remuneration of the private entity involved.  
A BOOT structure differs from BOT in one important term: the private entity owns the works within the BOOT 
structure. During the concession period the private company owns and operates the facility with the prime goal to 
recover the costs of investment and maintenance while trying to achieve higher margin on project. The specific 
characteristics of BOOT make it suitable for infrastructure projects like highways, roads mass transit, railway 
transport and power generation and as such they have political importance for the social welfare but are not 
attractive for other types of private investments. BOOT and BOT are methods which find very extensive application 
in contemporary world among countries which desire ownership transfer and including operations (Gatti, 2008). 
DBFO is a project delivery method very similar to BOOT except that there is no actual ownership transfer. 
Moreover, the contractor assumes the risk of financing till the end of the contract period. The owner then assumes 
the responsibility for maintenance and operation. Additionally, the government succeeds to avoid getting into debt 
and to spread out the cost for the road over the years of exploitation (Pakkala, 2002). 
In the DCMF the private sector finances, builds and operates the asset for a period of many years, often ranging 
from 20 to 50 years. Here, the government’s financing responsibility shifts from upfront payment of asset creation to 
the purchase of a stream of services that the private partner generates with the asset (Posner and et al, 2009). 
Today concession agreements have a fairly wide distribution in Russia especially in areas of construction and 
operation of industrial facilities, sea and river ports, roads and social infrastructure, such as kindergartens and other 
pre-school facilities. Concession agreements are still rarely used in Russian sports area in contrast to Western 
countries; where up to 70 percent of investments in sport is provided by private businesses. Three concession 
agreements of the government of the Nizhny Novgorod region still represent the rare exclusion from this rule. In 
terms of these agreements the private partner is to finance, build and operate three sports and recreation complexes. 
At the same time we have to admit that in Russia there are no examples of concession agreements in sport in which 
municipalities act as grantors. 
Concessions with the condition of subsequent operation can be used not only for new construction, but also for 
the reconstruction of existing sports facilities. In such instances, the same concession schemes are used, but instead 
of building a new facility they perform the reconstruction of an existing one. 
Currently, we can see fairly high rates of sports facilities’ availability in most regions of Russia. At the same time, 
it is an obvious fact that the existing sports facilities need further reconstruction and modernization, which can be 
implemented using the concession agreements between the government (the municipality) and private operators. 
We can highlight the high degree of uncertainty intrinsic to concession projects, which creates great risks for 
potential concessionaires as a constraint for the spread of this promising form of public-private partnership in the 
field of physical culture and sports. The aim of the study is to assess the business risks in the operation of sports 
facilities owned by the municipality in terms of concession agreements. The study was carried out on the example of 
Kazan city (Russia), where during the preparation for the XXVII World Summer Universiade 2013 a large number 
of sports facilities were built by means of public funds. 
2. Methodology and organization of the research study 
Our empirical study was designed to evaluate the risk of business’ participation in concession agreements for 
operation of the municipal sports facilities available in Kazan and the development of conceptual proposals relating 
to the management of such risks. 
The basic work for the identification of such risk was proposed by Grimsey and Lewis (2007), who justified the 
existence of 9 kinds of risks of a public-private partnership, no matter of what specific infrastructure sector is 
chosen. In our study these types of risks have been clarified and several were changed to reflect the characteristics of 
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the construction and operation of infrastructure facilities in the field of sports as well as Russian realities. After 
numerous personal meetings with representatives of the sports business, employees of the Organizing Committee of 
the Universiade 2013, employees of the Ministry of Youth, Sports and Tourism of the Republic of Tatarstan and 
Russian Federation, as well as other experts including several scientists in the field of economics and management of 
sports; we allocated 6 kinds of risks for private operators in concession projects in operation of sports facilities.  
Each of these types of risks consists of several subtypes (Table 1). 
 
   Table 1. Types and subtypes of risks of a private partner in concession projects for operation of sports facilities 
 
Types of risks Risk subtypes 
Operation risks The risk of unexpected costs 
 The risk of high operating costs 
 The risk of breaking the rules and technologies of sports facility 
operation 
 The risk of a lack of qualified personnel 
Market risks The risk of lower demand for sports facilities 
 The risk of market saturation and increased competition 
 The risk of losses from commercial activities 
Technical risks The risk associated with the consequences of a failed sports 
facility project 
 The risk of construction defects 
 The risk of accidents and equipment failures at a sports facility 
 The risk associated with the development of a new technology 
and modern sports technology 
Risks associated with the behavior  
of the grantor 
The risk of the imposition of obviously unfavorable agreement 
conditions to the concessionaire 
 The risk of non-fulfillment of financial obligations under the 
concession agreement 
 The risk of excessive control over the activities of the 
concessionaire 
 The risk of early termination of the agreement 
Political Risks The risk of adverse social and political changes in the country 
and the region 
 The risk associated with legal regulation of sports business 
 Risk of changes in relation to the development of sport by the 
authorities 
Force majeure risks The risk of environmental degradation 
 The risk of natural disasters 
 The risk of man-made disasters 
 
Evaluation of determined risks is based on a scenario-probabilistic approach. 38 experts representing potential 
concessionaires were chosen for the expert analysis. Each expert was provided with a brochure outlining the 
concession agreement and the experience of its application both in the world and in Russia, describing the situation 
with sports facilities established in 2013 in Kazan, as well as detailed information on the types and subtypes of the 
possible risks of private operators in case of participation in concession agreements with the municipality. 
These experts were asked to rate each type of risk from the attached list in terms of the level of danger of its 
occurrence in the implementation of the concession project (on a ten-point scale) and in terms of the probability of 
its occurrence (in percentage). The sum of the indicators of the probability of all types of risks should be equal to 
100. From these data average indicators of risk danger were determined (di) and the probability of their occurrence 
in fractions of a unit (pi) On this basis we calculated integral indicators of significance of risks for each type (Ri): 
 
Ri = di × pi         (1) 
 
Depending on the received integrated parameters all hazards were divided into categories of moderate, significant 
and high risks. 
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3. Results of the study and discussion 
According to our calculations the highest rates of significance were obtained at two types of risks: risks 
associated with a possible misconduct of grantor, and operational risks. Accordingly, these risks were described as 
“high”. Market and political risks have been classified to the “significant”, while technical and force majeure risks – 
to “moderate” risks (Table 2). 
Based on the results obtained we can say that the task of an overcoming the biggest risks in the implementation of 
concession projects in the field of sport is equally dependent on public and private partners. The municipality as the 
public partner should provide the necessary confidence to the other side (potential concessionaires) to create 
attractive conditions for active participation in the business initiated by them in public-private projects. Overcoming 
of operational risk is largely at the mercy of the concessionaire, who must provide a system of measures to reduce 
the operation costs for the sports facility. In cases where the concessionaire does not control the growth of these 
costs, the size and the order of compensation of possible excess of operating costs over the expected value should be 
fixed in the concession agreement. Targeted and mutual action of the parties of the concession agreement is a key 
factor to overcome the risks that are related to the categories of significant and moderate risks in this study. This also 
contributes to positive changes taking place in Russia on the creation of a more conducive environment for doing 
business in general and sports business in particular. As the result we can expect a decline in political risk during the 
implementation of concession projects under construction and / or operation of a physical culture and sports 
facilities. 
 
Table 2. The assessment of business risks within the potential operation of sports facilities on the basis of concession agreements  
with the municipality in Kazan 
 
Type of Risk Integrated 
indicators of risk 
danger (di) 
The 
probability of 
the risk (pi) 
Significance 
level of the risk 
(Ri) 
Risk 
characteristics 
Technical risks 7,186 0,085 0,611 Moderate 
Operation risks 6,624 0,215 1,424 Large 
Market risks 7,441 0,145 1,079 Significant 
Risks associated with the 
behavior of the grantor 
7,264 0,325 2,361 Large 
Political risks 6,146 0,175 1,076 Significant 
Force majeure risks 8,812 0,055 0,485 Moderate 
4. Conclusion 
The results obtained in this study may be useful in addressing the issue of the efficient usage of the legacy of the 
XXVII World Summer Universiade 2013 in Kazan. However, they can only serve as a general guideline for the risk 
management that business representatives may face in the implementation of the project operation of sports facilities 
on the basis of concession agreements. In each case, the detailed analysis and careful evaluation of the risks inherent 
to a particular concession project are required. On this foundation it is possible to develop a detailed program to 
overcome the existing risk. 
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